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THE IMPACT OF CLIENT ATTITUDES ON THE 
SELECTION OF CONTRACTORS
Anthony J Mills
School of Property, Construction and Project Management, Royal Melbourne Institute of Technology 
(RMIT) University, Melbourne, Australia
Abstract
This research is concerned with identifying prequalification criteria that both clients and 
contractors believe are good indicators of future construction performance. Criteria used in 
the past have been developed by clients in a largely idiosyncratic manner with little or no 
consultation with the contractors affected.  The methodology chosen for the research was a 
survey which probed stakeholder attitudes to commonly used prequalification criteria. This 
was carried out via a postal questionnaire involving contractors and clients across Australia.  
The data was analysed using Discriminant Analysis, which is a multivariate statistical 
approach that determines the differences between groups. The research is structured 
around 39 criteria that were developed as part of a whole-of-government task force into 
best practice in procurement. The findings identified the most important criteria from both 
a client’s perspective, and a contractor’s perspective. The purpose was to discover if those 
differences reduce the effectiveness of the procurement process. This paper contributes to 
a more clarified understanding of the impact or contrasting views between the stakeholders 
involved in the prequalification process. This work is innovative because it is one of a few 
pieces of research that showed that clients and contractors do actually have divergent 
opinions on the importance of some criteria currently relied upon in the decision making 
process. The most important prequalification criteria are identified and possible reasons for 
these differences are discussed.
Keywords: Procurement; prequalification; tendering; contractor; multi-criteria selection
INTRODUCTION
Contractor pre-qualification is a commonly used process for identifying a pool of 
competitive, competent and capable contractors from which tenders may be sought. It 
can aid public and private owners in achieving success by ensuring that a only qualified 
contractor are selected to execute the work. Prequalification has become an important part 
of most procurement processes used by large client organisations, particularly in the public 
sector.
In the past most research work in this field has concentrated on criteria that clients 
believe are important, (Drew and Skitmore 1993; Holt, Olomolaiye et al. 1994; Liston 
1995; Ng and Skitmore 1999b; Palaneeswaran and Kamaraswamy 2001; Mahdi, Reily et 
al. 2002; Cheng and Li 2004; Singh and Tiong 2005) but very little attention has been given 
to the views of other stakeholders. In many respects this is an understandable situation, 
because clients are in the best position to judge their own needs. In addition, the client 
is the project proponent and is seeking firms that it believes is qualified to undertake the 
upcoming project. The axiom “he who pays the piper calls the tune” neatly sums up that 
principle. 
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In the past when prequalification criteria have been researched the underlying 
assumption has been that only clients can affect the process. (Russell, Hancher et al. 1992; 
Ng and Skitmore 1999b). However, Contractors are also stakeholders in the construction 
industry, and their actions have an important impact on the success of construction projects 
(Jennings and Holt 1998; Ng and Skitmore 1999a; Akintoye and Main 2007). It is suggested 
that both clients and contractors have a significant understanding of the prequalification 
process. This research concentrates on the attitudes of clients and contractors, in order to 
reveal criteria that can contribute to the success of prequalification.
It is not surprising that clients use a vast range of prequalification criteria for deciding 
which contractors are rejected or accepted to bid for their projects. Past prequalification 
research by Holt, Olomolaiye (1993) agreed suggesting that prequalification and “selection 
experience appears to vary considerably from (client) organisation to organisation. The 
dissimilarity may result from the different organisational goals, or may simply be the result 
of the individual idiosyncrasies of diverse clients”.
In a study of construction owners, the majority were found to be utilising various 
bespoke methods. This individualistic approach means that even the good outcomes of 
the prequalification process are not shared to the benefit of all (Holt, Olomolaiye et al. 
1993). Past research into prequalification criteria has shown that there is a lack of universal 
approaches. In other words, there are considerable differences in the criteria used by clients.
According to Ng and Skitmore (1999b) “a crucial task in contractor prequalification 
is to establish a set of decision criteria through which the capabilities of contractors are 
measured and judged. However, there seems to be no nation-wide guidelines that govern 
the selection of decision criteria for contractor prequalification.” Instead the decision 
criteria tend to be established on an ad-hoc basis. Moreover, Ng and Skitmore state that 
contractors are assessed differently by different clients, with over 90% of clients using 
their own idiosyncratic decision criteria in practice. In addition, Barda and Thompson 
(1996) indicated that most government agencies in Australia had not fully implemented 
the recommendations of the Construction Industry Development Agency (CIDA) 
recommendations with regard to the use of standard prequalification criteria. This also 
suggests that general application of universal criteria may be a difficult goal to achieve in 
practice.
Some clients do have well developed and sophisticated processes in making their 
decisions, while others use ad-hoc or informal methods. This has resulted in contractors 
having to accommodate a diversity of prequalification criteria. CIDA (1995b) suggest that 
universal criteria can provide contractors with the following advantages:
•	 Consistent basis upon which to tender or negotiate for work, and,
•	 A basis for marketing their abilities measured against an objective framework.
If a universal basis for prequalification can be found this may assist contractors in 
providing a more reliable way to market their abilities, and also this may assist clients 
compare contractors over time. The difficulty has been that although there have been many 
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calls for the adoption of universal criteria for the selection of contractors in Australia 
(CIDA 1993b; CIDA 1993a; CIDA 1995a; CIDA 1995a) and overseas (Holt, Olomolaiye 
et al. 1994a; Hatush and Skitmore 1997a; Hatush and Skitmore 1997b) but  very little has 
been actually achieved in practice. 
In significant research by  Holt (2010) he  reviewed the impact of prequalification 
research over two decades and goes on to stated that “many of the Contractor Selection 
(CSn) models (researched) exhibit as much complexity as the original “problem” they 
sought to resolve, while the reliability and longevity of suggested “cocktails” of CSn 
criteria (in practice), might be questioned. Holt then calls for future research that more 
closely consider end-user impact and the potential for “take-up” by industry.
It must be noted that clients are entitled to conduct prequalification in the manner 
that they see fit, and have the right to choose with whom they to do business. However, 
the issue to be investigated is whether existing criteria  improve the success of contractor 
prequalification and whether they do so efficiently, without causing unreasonable costs 
to the industry (Lam, Hu et al. 2005). This research concentrates on the issue of the most 
significant criteria used for the prequalification of contractors for construction projects. 
The principal objective of this research is to determine if clients are using the best criteria 
during the contractor prequalification phase of procurement. The purpose is to discover 
if there are differences in the attitudes of contractors and clients, which may reduce the 
effectiveness of prequalification. 
IDENTIFICATION OF SUITABLE PREQUALIFICATION CRITERIA
Anecdotal evidence suggests that each unsuccessful tender adds a little to the project 
acquisition costs of bids and the result is an industry cost which is ultimately be passed 
back to the clients in the form of increased tender prices on future projects. What is needed 
is some form of contractor procurement process that produces the most cost effective 
outcome. A number of past researchers have attempted to construct universal sets of 
prequalification criteria. This next section of the paper examines some of the research 
undertaken in the United States, United Kingdom, Hong Kong and Australia which have 
identified prequalification criteria.
There have been many studies into the importance of criteria in the prequalification 
decision from the clients point of view, including; Liston (1995), Russell et al (1992), 
Holt et al (1994b), CIDA (1995b) and Hatush and Skitmore (1997). Other research also 
identified criteria form a consultants point of view (Egemen and Mohamed 2005; Singh 
and Tiong 2006). Each author developed a list of criteria that they considered contained 
the most significant factors used for decision-making. After exhaustively compiling an 
aggregated list of all possible criteria, it was discovered that in many instances considerable 
overlap occurred between the criteria used by different authors. In addition, many of the 
criteria used by other researchers were based on local conditions, and were therefore, not 
appropriate to the Australian construction industry. Consequently, it was decided that the 
CIDA (1995b) model represented the most relevant and comprehensive set of criteria and 
this has been used in this research.  
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As a starting point, it may be helpful to consider the existing list of selection criteria by 
seeking the contractors’ viewpoint.  Asking contractors for their opinion on the usefulness 
of the criteria gives some measure of benefits and costs, albeit mainly to the contractors. 
The next stage is to compare these contractors’ views with the clients.  If they are of a like-
mind, then the problem is greatly simplified as there will be a consensus between the groups. 
If they are not so like-minded, then it may be necessary to find ways of incorporating these 
differences into the process, or eliminating the criteria from the list.
As mentioned above, very few studies have considered non-client stakeholder views 
to date. Russell et al (1992) analysed the attitudes of three types of client organisations: 
public owners, private owners and construction managers with results that “... indicate a 
significant statistical difference among owners and managers”. The study by Jennings and 
Holt (1998) compared the views of contractor’s opinions of prequalification criteria. Their 
research concluded that contractors were dissatisfied with the frequency and adequacy of 
current prequalification regimes. The other study to include non-clients was that of CIDA, 
who developed prescriptive criteria that were “subject to a broad industry consultation” 
CIDA (1993b) and therefore can be assumed to incorporate some degree of stakeholder 
views.
The main aim of this research is to consider the views of other stakeholders in the 
process. It is suggested that by appreciating the attitudes of both client and contractor that 
it may be possible to reveal a better understanding of the suitability of prequalification 
criteria.. The use of universal prequalification criteria seems to be a widely researched 
“utopian” ideal, but at this stage it does not seem to exist in practice. The next section of 
this paper describes the research instrument that was used to measure the importance of 
commonly used prequalification criteria.
METHODOLOGY
It would be almost impossible to use every conceivable criterion available in any 
prequalification decision. Consequently, the 39 CIDA criteria have been chosen as the set 
that is the most relevant to the Australian industry. The purpose of standard prequalification 
criteria is to provide more consistency across the industry as a whole. The 39 CIDA criteria 
were used in this research as the basis for an attitudinal survey of clients and contractors. 
(see Table 1)
The research instrument was a postal questionnaire based on the CIDA criteria which 
was sent to a sample of contractors and clients. A pilot study was undertaken comprising 
three domain experts who where contacted and asked to examine the layout, order and 
intelligibility of the questionnaire. In addition, the questionnaire was sent to an expert 
on survey design for evaluation. All comments were then incorporated into the final 
questionnaires.
The survey comprised 39 questions (coded B301-B339) relating to prequalification 
decision factors. Respondents were asked to express their opinion of importance of each 
criterion on a Likert scale of Low (1) to High (7). The final questionnaire was sent to 
individuals with a cover letter and a stamped/self addressed envelope. 
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A sample size is largely dependent on the degree to which the sample population 
approximates the qualities and characteristics of the general population (Tabachnick 
and Fidell 1996). However, it is difficult and perhaps impossible to determine the exact 
number of organisations who are involved with the procurement of construction projects 
in Australia. Nevertheless, the Department of Infrastructure maintains a list of prequalified 
contractors for capital works. There are 450 prequalified contractors for general building 
works in Victoria, of that of approximately 200 have a turnover in excess of $1 million. The 
above mini-poll shows that the population of contractors involved with prequalification in 
Victoria is likely to be in the range of 400-500 organisations. Questionnaires were sent out 
to 158 companies in the construction industry throughout Australia. There were a total of 
65 returned questionnaires giving a response rate of 41%. Survey responses were received 
from 65 contractors, which represent about 13% of contractors approved for large scale 
government work in Victoria. 
Visual checks of the respondents’ turnover showed that all turnover ranges were 
represented, and as such the sample was considered to be acceptable. This research assumes 
that Victoria is typical of other Australian states; hence the responses are likely to be a 
representative sample of contractors throughout Australia cities. Most of the respondents to 
the questionnaire occupy senior management positions within their firms. If contractors are 
considered, most firms (96%) have a turnover of greater than $AUD1M, and 43% exceeded 
$(AUD)5M and were in the  medium to large range of construction firms in Australia. 
The clients in the survey were approached based on personal contacts and by reference 
to a list of client organisations that was provided by the Australian Procurement and 
Construction Council (APCC). The APCC is an alliance of government public works 
agencies. Its role is to lobby and co-ordinate public sector procurement across all states. 
The Executive Director provided a list of government public works authorities that operate 
prequalification systems in each Australian state.
A total of 38 persons representing government agencies from across Australia were 
contacted. The survey obtained 15 responses from 9 agencies representing a 39% response 
rate. It has been assumed that the attitudes of all significant public authorities have been 
represented in the sample. All public sector agencies had capital works budgets that exceed 
$(AUD) 50M. Therefore it was assumed that all client respondents are in a good position 
to understand the prequalification process and the subsequent issues involved. 
Discriminant analysis (DA) is the appropriate statistical technique when the dependent 
variant is categorical (nominal or non-metric) and the independent variables are metric. 
In many cases, the dependent variable consists of two groups or classifications, for 
example, male versus female or high versus low. In other instances, more than two 
groups are involved, such as a three-group classification involving low, medium and high 
classifications. Discriminant analysis is capable of handling either two groups or multiple 
groups (three or more). In this research the groups in the questionnaire comprised low 
value and high value projects.
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Discriminant analysis involves deriving a variate, the linear combination of the two 
(or more) independent variables that discriminate best between a priori defined groups. 
Discrimination is achieved by setting the variate’s weights for each variable to maximize 
the between-group variance relative to the within-group variance. The linear combination 
for discriminant analysis, also known as the discriminant function, is derived from an 
equation that takes the following form:
Z = W1Xl + W2X2 + W3X3 +---+ WnXn
Where: 
Z = Discriminant score
Wi = Discriminant weight for variable i
Xi = Independent variable i
Discriminant analysis is the appropriate statistical technique for testing the hypothesis 
that the group means of a set of independent variables for two or more groups are equal. 
To do so, discriminant analysis multiplies each independent variable by its corresponding 
weight and adds these products together. The result is a single composite discriminant score 
for each individual in the analysis.  The DA function is a simple linear equation that can 
be used to investigate the relative impact of each of the independent variables contained 
in the function. It often tempting to use the unstandardized weight to interpret the function 
but it is better to use the standardized weights. The justification for the use of standardized 
canonical function coefficients has been explained in Tabachnick and Fidell (1996). 
The purpose of this section of the paper was to describe the methodologies chosen 
for answering the above research question. The next section describes the results of 
the questionnaire which measures the importance of prequalification criteria from the 
perspective of the each of the stakeholder groups. The section commences with a brief set of 
descriptive statistics, and then uses discriminant analysis as the main analytical instrument.
RESULTS
Different clients use similar but not identical information to prequalify contractors 
thereby creating unnecessary cost to contractors in the industry. This has led many researchers 
to recommend the development of standardized prequalification criteria. As previously 
mentioned the objective was to determine the relative importance of prequalification criteria 
to various stakeholder groups in the construction industry. It was assumed that government 
procurement practices were more formally administered.  Consequently, the study group 
comprised; contractors working mainly for private clients (Private), contractors working 
mainly for public/government clients (Public) and prequalifier’s undertaking assessments 
for government agencies (Clients).
The top five criteria for each group is shown in Table 1 (bold and in brackets). The 
results shows that Details of past projects is the most important factor in prequalification 
decision making by all groups, and that  Success of completed projects, Past project time 
performance, and Bank reference also seem to be important considerations by all groups in 
the survey. However, the table also indicates that in many instances each group have quite 
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different views about the importance of some factors. For instance, Company organisation/
history was ranked second by public contractors and sixth by private contractors, but only 
twenty ninth by clients. This suggests that there may be some factors that have significantly 
differently levels of importance to each of the stakeholders in the prequalification process.
Table 1. Mean Score and Rank by Group
Ref Decision Factor Private Rank Public Rank Clients Rank
B301 Company organisation/history 5.46 6 6.04 (2) 4.67 29
B302 Details of past projects-track record 6.04 (1) 6.16 (1) 6.20 (1)
B303 Current load 5.35 8 5.28 7 5.47 12
B304 Current directors 4.50 24 4.92 14 4.27 36
B305 Current management & administration 4.96 13 5.20 9 4.67 29
B306 Employee qualifications 4.75 16 5.08 12 5.00 22
B307 Major plant & equipment 4.04 37 3.84 37 4.00 39
B308 Success of completed contracts 5.58 (4) 5.76 (3) 6.13 (3)
B309 Geographic location of project 4.13 34 4.32 27 4.93 23
B310 Directors statement 4.36 27 4.56 19 4.16 37
B311 Asset and liabilities 5.01 12 4.92 14 5.86 (4)
B312 Profit & loss statement 5.08 11 4.56 21 5.79 7
B313 Movement of assets for year 4.35 28 4.32 27 5.29 17
B314 Cash flow forecast 4.68 17 4.36 24 5.29 17
B315 Bank reference 5.57 (5) 5.40 (5) 5.86 (4)
B316 Credit reference 5.35 8 5.16 10 5.71 8
B317 Turnover history 4.65 18 4.56 19 5.43 13
B318 QA certification 4.17 33 4.36 24 4.73 26
B319 Actual quality achieved in past 5.88 (3) 5.12 11 5.33 15
B320 Type of quality program 4.25 30 4.21 31 4.73 26
B321 OH&S key personnel 4.96 13 4.72 16 4.53 32
B322 Actual safety level achieved 5.46 6 5.32 6 5.67 9
B323 Type of safety program 4.21 31 4.60 18 5.20 20
B324 Past project time performance 6.00 (2) 5.60 (4) 6.20 (1)
B325 Management level utilized on past projects 4.58 21 5.04 13 5.67 9
B326 Reason for variance of time & cost in past 4.63 20 4.72 17 5.53 11
B327 Scheduled performance of past projects 5.33 10 5.24 8 5.80 6
B328 Human resources management process 4.54 23 4.30 29 4.80 24
B329 Labor relations statistics over last year 4.00 39 4.34 26 4.47 33
B330 Compliance with labor legislation 4.58 21 4.26 30 4.60 31
B331 Company training program 4.42 25 3.96 35 4.40 34
B332 expenditure on skill formation 4.08 36 3.80 39 4.13 38
B333 Skill formation policy & strategy 4.33 29 3.84 37 4.33 35
B334 No. of claims on previous projects 4.80 15 3.94 36 4.73 26
B335 Explanation of previous claims 4.03 38 4.01 34 5.20 20
B336 No. of claims referred to arbitration/litigation 4.21 31 4.44 22 5.33 15
B337 Record of conviction/non-compliance of law 4.65 19 4.16 32 5.40 14
B338 Reason for convictions/non-compliance of law 4.10 35 4.05 33 5.27 19
B339 Procedures to avoid futures breaches of law 4.39 26 4.42 23 4.80 24
Top five are bold and in brackets
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The objective was to find criteria where the importance is significantly different 
between each group of respondents. A Discriminant Analysis was undertaken on the 39 
prequalification decision-factors, for the three groups of respondents; ie. Private contractors, 
Public contractors and Clients. If differences exist, large function coefficients will indicate 
which group has a different response to the criteria used for prequalification.
Discriminant Analysis (DA) is a statistical process that identifies variables that are 
important for distinguishing among groups and which can then be used to develop a 
procedure for predicting group membership of new cases whose group is undetermined. The 
concept underlying discriminant analysis is a fairly simple combination of the independent, 
or predictor, variables that can be formed into a linear function. This then serves as the 
basis for classifying cases into one of the groups. 
The value of the coefficient for a particular predictor depends on the other predictors 
included in the discriminant function. The signs of the coefficients are arbitrary, but they 
indicate which variables result in large and small function values. The relative importance 
of the variables can be obtained by examining the absolute magnitude of the Standardised 
Discriminant Function Coefficients. Generally, predictors with relatively large standardised 
coefficients contribute more to the discriminating power of the function, as compared to 
predictors with smaller coefficients.
Table 2. Canonical Discriminant Functions
Function Eigenvalue % Variance Canonical Correlation
1 3.434 56.5 0.888
2 2.642 43.5 0.852
 The analysis was undertaken; the results (Table 2) show that it is effective in 
separating the groups. The Eigenvalues of 3.434 (Function 1) and 2.642 (Function 2) 
indicate that they are good discriminators. The purpose of the research is to discover if 
there are differences in the views of contractors and clients, the 
The formula for Discriminant Analysis is similar to a simple linear equation, and 
it is sometimes tempting to interpret the magnitude of the coefficients as indicators of 
the relative importance of the variables. However, it is far better to use the standardised 
coefficients (See Table 3) which have been recalculated to a mean of zero (0) and standard 
deviation of one (1) (see Tabachnick  and Fidell , 1996) 
Table 3. Standardised Canonical Discriminant Function Coefficients
Variable Function  1 Function  2 Variable Function  1 Function  2
B301 -.941 .665 B321 -.742 -.841
B302 .097 .313 B322 .359 .609
B303 -.303 -.834 B323 .533 .795
B304 .090 .465 B324 .322 -.576
B305 -.842 .459 B325 .277 .616
B306 .531 .089 B326 .585 .917
B307 .183 .052 B327 -.614 -.585
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B308 .222 -.141 B328 .410 .609
B309 .404 .699 B329 -.865 .534
B310 -.979 -.507 B330 .091 -.272
B311 1.260 .099 B331 .159 -1.361
B312 .022 -1.202 B332 -.645 .961
B313 -.173 .239 B333 -.211 -.303
B314 -1.040 -.274 B334 .048 -1.200
B315 .405 .462 B335 -.142 1.049
B316 .674 -1.224 B336 .563 .371
B317 .458 -.194 B337 -.344 1.101
B318 -.391 .637 B338 .705 -1.580
B319 -.029 -.556 B339 -.357 .583
B320 .789 .233
As previously mentioned, the actual sign (+/-) of the Standardised Coefficients are 
arbitrary, the negative coefficients could just have well been positive if the other signs were 
reversed. By looking at the groups of variables that have coefficients of different signs, it 
is possible to determine the variable values that result in large or small function values. 
Thus, large positive coefficients will tend to increase the function score, and large negative 
coefficients tend to decrease the function score. 
The results Table 3 Standardised Canonical Discriminant Function coefficients shows 
that B311 (1.260) had the largest absolute value for Function 1, and B312 (-1.202) had the 
largest value for Function 2. This suggests that the B311 criterion is the most divergent in 
the opinion of the groups. Function coefficients that are near zero are those where opinions 
are most similar. Thus large Function coefficients have good discriminating powers.
The final test of the effectiveness of the DA was the classification of group membership. 
Once the Discriminant Scores were computed each case in the data was assigned to a 
particular group, this was then compared to the actual group membership which was 
already known, and the accuracy of the classification can be determined. Classification of 
results indicated that the cases are well classified by the above two functions (ie 92%), the 
Discriminant Functions clearly identify the groups based on the responses in the survey. 
The results show that in some cases clients and contractors have different views on the 
importance of prequalification criteria. The results (Table 4) shows the top-5 criteria that 
best discriminate between the views of clients and contractors. It can be seen that B311-
Assets & Liabilities has the largest coefficient and therefore represents the most widely 
divergent view. For instance, from Table 1, both private (Rank 14) and public contractors 
(Rank 12) believe that Assets & Liabilities to be an unimportant technical indicator. Clients 
on the other hand, rank this criterion one of the most important (Rank 4) suggesting that 
they believe it to be a significant factor in their prequalification decision-making. This may 
indicate that clients believe that contractors with low assets and high liabilities represent a 
greater risk on future projects.
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Table 4. Top-5 Discriminating criteria between clients and contractors
Variable
Code
Decision Criteria Function 1
Coefficient*
B311 Assets & liabilities 1.260
B314 Cash flow forecast -1.202
B310 Directors statement -.979
B301 Company organisation/history -.941
B305 Current management/administration -.842
* Standardised Canonical Function Coefficients
The opposite is true for B101-Companies organisation and history, clients consider it 
to be a relatively unimportant criterion (Rank 29, Table 1) while contractors give it a much 
higher ranking and therefore believe it to be a very important decision-making factor. 
The next section of the paper discusses the impact of this finding including a list of 
criteria that should be used for future prequalification of contractors. The DA function has 
identified the criteria where the most divergent views occur; this highlights the differences of 
opinion between the groups. It should be noted that some of the differences occur in criteria 
that were lowly ranked by all groups; this suggests that the criteria may be redundant and 
could be excluded. However, some of the differences occur in criteria that have a relatively 
high importance to all groups, in these cases clients should examine the reasons why the 
criteria are used. The conclusion contains possible reasons for divergent views and closes 
by identifying important criteria that should be used for all prequalification decisions.
DISCUSSIONS
The aim of this research was to demonstrate that the views of contractors are in some 
circumstances quite different to those of clients. The criteria used for prequalification are 
known to be client oriented (CIDA, 1995b) and therefore are unlikely to reflect the views 
of contractors. This suggests that if the opinions of all prequalification stakeholders were 
solicited, the end result would highlight the criteria that could improve the practice of 
prequalification.
Past research indicates that universal criteria may provide contractors with a more 
consistent basis upon which to tender or negotiate for work, and a better basis for marketing 
their abilities CIDA (1995b). This view was also supported in work by  Baker and Orsaah 
(1985) that identified factors that assist contractors in developing effective mechanisms 
for marketing their abilities to clients. As such, contractors are partial stakeholders in the 
process and should be entitled to have some input into the type of criteria used. Also, the 
benefits of the prequalification process as a whole may improve if the prequalification of 
contractors is based on criteria that contractors themselves believe are important.
The results of this research show that there is some agreement between clients and 
contractors on some prequalification criteria. Table 5 (**in bold) shows the top ten criteria 
that are ranked highly by both groups; these represent the most important criteria and should 
be included in all prequalification schemes. It can be seen from the average rankings that 
Details of past projects/track record was rated highest by contractors, and jointly highest by 
clients. As a result this is the most highly regarded piece of information and should be part 
of any prequalification scheme. 
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Table 5.  Value of criteria for prequalification decisions
Variable Description Clients
Rank
All Contractors
Rank
Sum Average
Rank**
Function  
1
B301 Company organisation/history 29 4 33 15 -.941*
B302 Details of past projects-track record 1 1 2 1 .097
B303 Current load 12 10 22 9 -.303
B304 Current directors 36 18 54 28 .090
B305 Current management & 
administration
29 12 41 19 -.842*
B306 Employee qualifications 22 13 35 16 .531
B307 Major plant & equipment 39 38 77 38 .183
B308 Success of completed contracts 3 3 6 3 .222
B309 Geographic location of project 23 34 57 31 .404
B310 Directors statement 37 23 60 34 -.979
B311 Asset and liabilities 4 11 15 6 1.260*
B312 Profit & loss statement 7 16 23 11 .022
B313 Movement of assets for year 17 28 45 23 -.173
B314 Cash flow forecast 17 22 39 17 -1.040*
B315 Bank reference 4 5 9 4 .405
B316 Credit reference 8 9 17 8 .674
B317 Turnover history 13 19 32 14 .458
B318 QA certification 26 32 58 33 -.391
B319 Actual quality achieved in past 15 7 22 9 -.029
B320 Type of quality program 26 31 57 31 .789
B321 OH&S key personnel 32 14 46 24 -.742
B322 Actual safety level achieved 9 6 15 6 .359
B323 Type of safety program 20 21 41 19 .533
B324 Past project time performance 1 2 3 2 .322
B325 Management level utilised on past 
projects
9 15 24 12 .277
B326 Reason for variance of time & cost 
in past
11 17 28 13 .585
B327 Scheduled performance of past 
projects
6 8 14 5 -.614
B328 Human resources management 
process
24 20 44 22 .410
B329 Labor relations statistics over last 
year
33 30 63 35 -.865
B330 Compliance with labor legislation 31 23 54 28 .091
B331 Company training program 34 35 69 36 .159
B332 expenditure on skill formation 38 39 77 38 -.645
B333 Skill formation policy & strategy 35 37 72 37 -.211
B334 No. of claims on previous projects 26 25 51 25 .048
B335 Explanation of previous claims 20 33 53 26 -.142
B336 No of claims referred to arbitration/
litigation
15 27 42 21 .563
B337 Record of conviction/non-
compliance with law
14 26 40 18 -.344
B338 Reason for convictions/non-
compliance with law
19 36 55 30 .705
B339 Procedures to avoid futures 
breaches of law
24 29 53 26 -.357
** Top ten most important criteria, shown in bold
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A large DA Function Coefficient indicates that there are differences in the opinions of 
the groups. These criteria are effective discriminators and therefore suggest that divergent 
views exist on their value for decision-making. Therefore, clients may need to consult 
with their contractors in order to determine the reasons why these criteria solicit different 
responses. 
For instance, it is known that clients consider that contractors should be able to 
maintain a reasonable level of capital to ensure that a project can proceed without undue 
financial encumbrance. This may suggest that clients consider contractors ought to have a 
strong balance sheet in order to reduce the risk of financial failure. It is not surprising that 
clients place importance on Assets & Liabilities as a prequalification criterion. Anecdotal 
evidence obtained by the author suggested that some of the financial criteria used by clients 
for prequalification is out-of-date and may not reflect the current financial position of the 
contractor. If this is true it may explain why Assets and Liabilities are ranked more highly 
by clients than contractors. (See Table 5**).
The study also showed that the Cash Flow Forecast is valued more highly by clients 
(Rank 17) than it is by contractors (Rank 22). The quality of the information provided 
under this criterion will always be uncertain. Contractors are not likely to be sure which 
projects they will win in the future, because the results of upcoming tenders will not be 
known. Consequently, the information they provided to clients is only be an unreliable 
guesstimate of future cash flows.
It is possible that in many cases contractors do not believe that financial information 
represents their best marketing approach. Instead, contractors often prefer to present 
themselves through indicators like Company organisation/history. Contractors want to give 
a positive impression of their own ability. This supports research into contractor marketing 
which demonstrates the importance of reputation and “clients’ previous experience with a 
contractor”, this has been well documented in past research (Jennings and Holt 1998; Baker 
and Orsaah 1985). 
This may suggest why Company Organisation/History is viewed by contractors as an 
important indicator of their reputation and consequently they have a desire to promote 
this aspect of their firm. On the other hand, clients may not be sufficiently convinced 
that organisational history is a good indicator of future performance. The Company 
Organisation/History criterion is the most divergent criteria (See Table 5, Function 1) and 
contractors may need to recognise that clients do not appreciate this factor as important for 
prequalification decision-making. 
Current Management and Administration criterion is relatively low ranked by clients 
(Rank 29), and yet contractors believe it is important (Rank 12). This is possibly due to the 
fact that contractors consider that company directors are in a good position to manage the 
dynamic nature of industry to the benefits of their clients. However, clients do not share 
this view and may not fully believe in the capacity of contractors to control external factors.
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The results of this research suggest that there should be increased liaison between clients 
and contractors in order to gain a better understanding of the issues of the prequalification 
decision criteria. The next section of the paper discusses the results in context with other 
known issues and makes some conclusions.
CONCLUSION
This research suggests that contractors and clients do not share the same view on 
some important criteria. It is known that many clients are still using bespoke criteria (Holt 
et al 1994a; Hatush and Skitmore, 1997b) that have not been developed in consultation 
with other stakeholders. This research suggests that important criteria ranked highly by 
contractors and low by clients could be reviewed, this includes for instance; Company 
Organisation/History, and Current Management and Administration. 
The justification for prequalification has been that it improves the quality and certainty 
of construction projects by allowing only firms to tender who have the capacity to 
successfully undertake the work. However, very little research has considered the attitudes 
of non-client stakeholders in the past. This research considers the choice of prequalification 
criteria in a more industry wide perspective by considering non-client views. The results of 
this research show that there is already a range of prequalification criteria where significant 
agreement exists. Table 5 contains the top criteria that were highly ranked by both clients 
and contractors; these should all be part of prequalification schemes. The top five are: 
Details of past projects/track record, Success of completed projects, Bank reference, Past 
project time performance. 
There are also different views on the value of some of the other criteria. The objective 
has been to highlight contentious criteria and suggests that clients review their position 
when relying on this information. The criteria identified for review includes: Company 
Organisation/History, Current Management and Administration, Assets and Liabilities and 
Cash Flow Forecast.
This research has analysed decision-making criteria used for the prequalification of 
construction contractors. The importance of each criterion has been measured; the value of 
each factor to stakeholders was identified.  The main theme of this research is based on the 
premise that both contractors and clients need to be involved in the ongoing development 
of the prequalification criteria. 
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